








Jidda, Sawit Arable 
MORAN Novenber 25, 1952 
T0: Mrs J. A. Dunaway 
PROM: J. A, Stagy, Budget Advisor 
RE: Monthly Operations Report ~ November, 1952 


(as) A letter requesting permission for Mr. Affifi, Accountant- 
Tranalator, to go to Mecca to mke a study of accounting operations 
and systems on belnlf of this Division hes been and is to 
be handed in person to the Minister of Pinanee as soon as an appoint- 
ment can be made, 


Much tine hes been spent in analyzing the probsble and potential 
results to be expecte? from the Aoyel Order (140, promulgated by 
HoReH. the Croun Prinee, as it regards improvement of buigetery 
control, It !s evident that several of the recommendations of the 

Advisor have been given at lewst superficia) scceptance, 
ee eee ene oe 
and 


( 0.) No develonzents, 


( De) No dovelonzants, 
( 8.) See only remarks in "A" re Mr, LPM, 








16, I was appointed Acting Custons and 7 
of many nev responsibilities, As « result 


have vorked cut « general progran for ny future work ine) 


addition 
and tariff fields. 
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Jidda, Sawit Arable 


MeNORAN Wowonber 25, 1952 
T0: Mr. J. A. Dunawey 
PROM: J. As Stacy, Budget Advisor 
AB: Monthly Operations Report ~ November, 1952 


(as) A letter requesting permission for Mr. Affifi, Accountant 
Tranalator, to go to Mecca to mke a study of accounting operations 
and systens on belnlf of this Division hes been prepared and ts to 
be handed in person to the Minister of Pinanee es soon as an appoint- 
ment can be made, 


Much time hes been spent in analysing the probeble and potential 
results to bo axpecte? from the Royal Order 4140, promulgated by 
HR. the Crown Prinee, as it regards improvenent of ry 
control, It ls evident that several of the recommendations of the 
prot on «pel pte lesst superfici«) scceptance, 

ly with respect to restrictions on hiring, recapture of 
unexpended balances and improwenent of the calibre of 
staffs of the various ministries and departments, 


sit ease Ende Seat pevinn of oficial, salensne canteeteiy 
rn hs arden a Projects in al) fields whieh « 


( 0.) No develonments, 
( D.) Mo developments, 
( 8.) Seo only remrks in "A" re Mr, \frit, 





MEMORANDUM TO: John A. Dunavay 
FROM: John A, Stacy, Budget Advisor 
REt Monthly Operations Report--Cetober, 1952 





study 
for recommending changes, The system is completely lacking in pro- 
cedures for recording commitments made against available funds, being 
entirely based on expenses actually paid irrespective of time of ob- 
ligation, Perhaps this area shewld be the first approeched for in- 


provement, 
Additional work directed toward the creation of a meaningfv) 


third of Saudi Arabia's total tudget is involved in this area, 

b, Mo significant developments, The matter referred to under 
this heeding in last month's report has apparently been happily 
resolved, 

¢, Mo developments. 

a, Accountant-Translator is here--see "a" above, 


Mo developments except for training of Accountant-Translator 
tn taltovennl Gal Chechen of Uagnh Gal cently wah, 


John A, Stacy 





June 23, 1952 


0: Arthur N. Young 
FROM: John A. Stacy 
SUBJECT: Monthly tions Report 


a, The early part of the month of June was spent in completing inter- 
views with principal officials of the Arabian-American Oil Company in Dhahran, 
Since about 85% of the total Government revenues are derived through Aramco, 
the experiences and knowledges of these people are of exceptional value in 
connection with the budget-accounting work, 


Two informal meetings were held with Shaikh Houssein Jastaniya, Director 
General of Finance, SAG, at which time the final draft of the memorandum of 
policy regarding relationships between the Saudi Arabian Monetary Agency and 
the Ministry of Finance was discussed. This document, when approved by 
Mr, Blowers, will be presented to the Minister of Finance as an official 
document, 


One meeting was held with Najib Bey Salha to discuss the current status 
of arrangements for housing the Saudi Arabian Monetary Agency and its new 
head, Mr. Blowers, 


b. Work during the month of June was slow due to the celebration of 
the Ramadan holidays and fasting and also due to the beginning of summer 
vacations of several Saudi Government officials, The latter condition is 
expected to obtain for the next several months, There was no particularly 
significant political or economic conditions affecting the work of the 


budget advisor, nor were there any significant legislative developments 
during the month, 


c. I am still awaiting the reply of the Minister of Finance regarding 
the long-range program for budget-accounting work with the Saudi Government. 
Najib Bey informed me that a reply had been prepared and was in the hands of 
the Finance Minister for his approval and signature, 


d. No significant developments. 
e. No developments, 





MONTHLY AND QUARTERLY REPORTS ON 


CUSTOMS 





MONTHLY OPERATIONS REPORT = PUBLIC ADMINISTRATION AND 
GOVERNMENT SERVICES DIVISION = JANUARY , 1953 


Gustoms snd Terift 


Mr. Kennedy ¢onferred vith the Customs Comittee, reviewing 
an index which will greatly simplify the interpretation of the new 
Tariff law. This wes e laborious and time consuming business as it 
involved decisions as to the particular tariff item under which 
imported items will be classified. After completion of the index 
Mr. Kennedy acecmpanied the committee to Dhahran on January 25, for 
consultation with the Ministry of Finance on the problem of relation- 
ship between the Government Railroad and Customs, The Railroad manages 
the Port of Daman and transports goods to the customs warehouse sone 
eight miles from the port. Method of delivery of goods by the Railroad 
to custons has not proved satisfactory in thet no clear-cut ending of 
the responsibility of the Raflrosd has been worked out, The Comittee 
will also endeavor to secure approval of the Tariff Index so thet it may 
be published, 


John A, Dunaway 
Acting U. S. Director of Technical 


sol Gist, Pdhis idsielstection end 
Government Serxices Division 
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Jidéa, Saudi Arabia 


MMORAMDOY Noveuber 25, 1952 


TO: Dr. Stratton 


FROM: John A. Dunavay 
Chief, 


Monthly progress reports ere attached from Mesors, Staey 
end Kennedy. 


T. GUSTONS AND TARITE 
My own sotivities vere le confined to cooperation with 
Mr. Kennedy in the conferences in at which the proposed 


tariff was revised in o form acceptable to the Minister of Finance, 
The now tariff was isoued in the form of a Royal Decrees, signed by 
HR. the Crow Prince, on behalf of the King, on Friday, 


Consideration of other matters relating to handling cargo 
and ratea of charges at the Port of Jidda, and the proposed new 
accounting systems for customs, have been susvended due to the 
prosceupation with the tariff law. 


TT, Uae aN accom 


T have spent come time going over the files and reports in 
order to becom familicr with the stetus of the work. I have 
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ACCESS RESTRICTED 


The item identified below has been withdrawn from this file: 


File Designation libhe Alu: ‘hegarts _— Maat by 





= 
— 
Date x -“ 
= 
From Dua let 4 o 
Zz 
To > 
= 
In the review of this file this Ytem was removed because access to it is > 
r- 
restricted, Restrictions on records in the National Archives are stated 
=z 
in general and specific record group restriction statements which are roo] 
Ho 
available for examination, The item identified above has been withdrawn _ 
a 
because it contains: m 


detec ssified Information 


C] Otherwise Restricted Information 
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NATIONAL ARCHIVES AND RECORDS ADMINISTRATION NA FORM 14000 (1~86) 





Arthur 3, Young 
Sohn Ay Dunaway, Customs Adyiscr 


 -SUBIFCT: Memthly Onerations Report 


ml te sites ant peta? Ot ons 


to permit the axeminition of amt oollecticn of duty 4oory 
Cee Sree Wy en S08 oly of Oe Nin ont pole 
mubmitted to the Saudt Government Liaison cor but dus to the laek of 


iia regulation has nt as yet reached 


T am wrking on an analysis cf the echodule of charges collected by 
the Port Authority, This report will be ready for suledesion {nm the noar 
future. 


There has bean no Indlontion of further ocnaidoration by the Ministry 
of Finance of the recomendations nade in the Prels Report of May 26, 
Such consideration is wt expected until the report of leriff Advisor 


the administrative provisions implenenting the reccamerdeticns of ry ro- 
port on prosedure, multiple taxation, ete, 


Tn addition to the retarding effect cf inadequate the 
provent pilprin sesgon has so ovenple¢ the tine of the Customs that 
attempts to confor on varicus problems connected with Customs adefid stra~ 


tion heave bean fruitless, 
den 
Johty A, Danaway 
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 QOMPIDE TL July 25, 1952 


CUSTOMS ADMINISTHATION 
Progress Keport for July, 1952 


Tho preliminary report, dated May 20, 1952 meking certain recom 
mendations, mostly of a procedurel nature was the gubject of a con 
ference with the Minister of “inence in ‘iyadh from July 16 to 18 
inclusive. Dr. Young, Mr, Kennedy end I took part in the conference 
while the “{rector General of Customs and the ‘ecretary to the 
Minister represented the “inister, “hile most of tho important 
recommendations were accepted in principle by the Sovernment repre- 
sentstives, before {mplementation these mst all be approved by a 
council of higher authorities, probably including Hi.R.H. the Crom 
Prince. 

in eny case, such of the recommendations as are finally epproved 
will need new regulations, ordere and instructions, except the 
yeconmendat!ons which have been incorporated in tho administrative 
section of the tariff law which Mr, Kennedy has drafted with my 
advice and essistance, 

As promised in the preliminary report, © have drafted a proposal 
for the organization of e central customs administration wilch will 
be submitted when the translation is complete. 

On return from Aiyedh, I found that none of the promised improve- 
ments in procedure had been made by the J/idde Port Authority, hence 
I heave prepared e report with definite recommondations for luprovement. 
If these meet with approval e coneiderable handicep to customs and 
consignees should be removed, 





Mir, Izuidene, the expert accountant, hes finished his study 
of the customs accounting system, lis findings confirm my views as 
to the inadequacy of the accounts, Unfortunately since ly, Iasidene 
has so many irons in the fire in connection with his reguler official 
and private work, the organization of th» Monetary Agency and the 
Commercial School, it may take him several months to design and 


oe 
Jghg A. Dunaway 
oms Advisor 


instell the now system. 
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July 24, 1952 


REPORT FOR CUARTER ENDING JUNE 30, 10952 
CUSTOMS ADMINISTRATION 


During the quarter the Customs Advisor, in cooperation with 
ur. Kennedy, continued the study of the operations of the Port 
of Tidda. In the course of the study almost daily conferences 
were held with the Director of the Hefas Customs District and 
the senior officials of the Port and with Wilmy Bey, the Nzyp- 
tian customs expert, 


As a result of this study a preliminary report was prepared 
and submitted on May 18 in which several specific rocommenda- 
tions were made, for the most part toward simplification of 
procedure, improvement in method of valuetion, the removal of 
certain discriminatory practices and for the reorganization of 
the present inadecuate accounting system. There were also recome 
mendations for elimination of multiple tax rates, excessive use 
of revenue stamps and of credits which are being advanced to 
merchants by delivery of goods on the undertaking to pay duties 
at some future time. 


The atudy also included the operations of the private come 
pany operating the new Jidda pier with particular attention to 
the defects in cheeking and recording cargoes. 


In the quarter under review I also cooperated with vr. Kene 
nedy in drafting a new tariff law in which many of the proposed 
procedural changes will be incorporated, 


Due to insufficient translating steff the preliminary report 
of May 28 was not ready for submission to the Government at the 
end of the cuarter, 


4a 


JTohnfA. Dunaway 
Cust@ms /dvisor 
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GONPIDENTTAL June 25, 1952 


CUSTOMS ADMINISTRATION: Report for the period April 7 
to June 25, 1952 


During the period under review I continued to study the 
routine operations of the Port of Jidda, particularly those having 
to do with imports, While the study was largely of procedure 
involved in clearing import goods through customs, it necessarily 
involved attention to collateral services such as accounting, ware- 
housing, inspection, assessment and control, 


In the absence of a staff member in accounting, it was 
suggested to the Ministry of Finance that an expert accountant 
now in the employ of the Government be assigned to devise and in- 
stall an adequate accounting system for the whole customs service, 
The suggestion was favorably acted upon and Mr, Fuad Izzadin, who 
is on leave of absence es head of the accounting department of the 
American University of Beirut, has undertaken this work, I have 
conferred with him on the sort of accounting system which will 
meet the requirements, When the new system is ready for use I 
anticipate that the aid of accountants will be necessary to install 
it and train the staff in its use, at least in the major ports, 


In the early part of May a conference was held with H.E, 
the Minister of Finance who urged the early submission of some 
sort of report on customs administration as well as on the tariff, 
He intimated that considerable pressure was being exerted on him 
for improvement in customs and he considered it advisable to have 
such suggestions as the study justified, even though incomplete, 
He likewise asked consideration be given to the matter of a free 
port or free trade zone, In regard to the latter suggestion, I 
outlined briefly the operations of a free port and the circum- 
stances necessary for its success and suggested further that, so 
far as I understood the physical layout of the principal ports and 
the pattern of trade in this part of the world, I doubted a free 
port would bring the benefits he seemed to expect but that I would 
look into the matter more fully as opportunity afforded, 


Acting on the Minister's request, a preliminary report was 
prepared under date of May 28, However, as of today's date this 
report has not been submitted to the SAG due to the slowness in 
translation, It should be borne in mind that translation from 
English into Arabic, and vice versa, offers considerable diffi- 
culty, perticularly when the subject matter is of e technical 


nature, 





The preliminary report is concerned mainly with customs 
procedure and formalities but it covers certain features of tax 
legislation which affect administration, especially multiple 
taxation and the excessive use of revenue stamps, It likewise 
touches upon the unsatisfactory method of valuation, and handling, 
storing and recording of import goods. 


Since completing the preliminary report I have spent 
considerable time aiding the translators, especially in their 
understanding of the meaning of the Bngli sh, in conferring with lir, 
Kennedy on tariff matters and in preparing a report on the organi- 
zation of a national customs service, This latter report should 
be ready for submission within a month. 


Whe Ge terete 


ihn A, Dunaway 
stoms Advisor 
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CONFIDENTIAL April 7, 1952 


CUSTOMS ADMINISTRATION: Keport for the period lebruary 8 
to liarch 51, 1952 


The writer arrived in Jidda on February 8, 1952, As it was con- 
sidered improper to make direct contact with customs officials before 
being presented to the Minister of !inance, who wes away at the time, 
after consultation with Dr, Young I began a study of the available 
documents as background material, 


I also conferred at length with lir, Kennedy on what he had 
learned about the customs administration in his study of the tariff, in 
connection with which he had spent a good deal of time at the Jidda 
customs and had also visited the principal ports of the Al Hasa District, 


I was presented to the Minister on February 24 in the company of 
Dr, Young and Mr, Kennedy, At this conference Dr, Young outlined 
briefly the close relation between the problems of customs administra- 
tion and teriffs and how they are related to the general problem of 
public finence on which the American technicians under his direction 
ere to advise, I outlined the plan of operation I exvected to follow, 
that 4s, a thorough study of the actuel operations of customs adminis- 
tration, es well as the basic customs legislation and regulations as a 
basis for recommendations for improvement, end suggested that a study 
of this kind would of necessity take considerable time, The ilinister 
expressed his epproval of this plan, and said that he would allow what 
time is’necessary, and promised whatever assistance might be required, 


It seemed advisable to start with a study of the organization 
having to do with the national administration of customs, to find out 
its functions, powers and methods of operation, The tentative con- 
clusion is that in the proper sense of the word there is no central 
unified customs administration, but that in one way or another customs 
is managed by the Minister of Finance either personally or through 
whatever official he chooses to use; that the Director General of Customs 
mentioned in the regulations is in fact merely an advisory officer and 
makes recommendations only on matters referred by the Ministry. 


With Dr.Young's approval ir, Kennedy and I have been making a 
joint study of the whole customs field, and on the side of adminis- 
tration have been observing the actual operations at the Port of Jidda 
in all phases of the procedure of clearing goods -- from the time of 
unloading to release after the payment of duties, The study is not yet 
complete as we have not observed the operations involved in handling 
exportations, transit and trans-shipments, passenger's baggage, parcel 
post, air-freight cargoes, the Coast Guard and the operations of the 
Port Authority, We also have not looked into the operations of any of 
the small stations dealing with over-land traffic, 


There are a great many apparent defects in the procedure and 
operations on which preliminary and tentative recommendations could be 
ven, but it seems advisable to wait until the study is completed at 
he Port of Jidda and a similar study is made of the operations in the 
Al Hase District which is increasingly important on aceount of the 

Aramco operstions, 


In the course of our study it hes become apparent that, emon, 
other things, the accounting system is inadequate and fails to fulfill 
the real functions of accounting. It is obviously important to have 
the assistance of a professional accountant in designing and installing 
an adequate system and in teaching the staff how to use it. I under- 
stand that an accounting officer is included in the personnel of the 
Public Finance Group and I hope he will arrive at the earliest possible 
date, 


It is also clear that statistics on foreign trade are almost 
entirely lecking and that those compiled are so incomplete, inaccurate 
and delayed as to be prectically useless, I em told that such statistics 
have been considered confidential and for this reason they ere not made 
public, The Finance Ministry has been responsive to our recommendation 
that such statistics be compiled according to an effective system, 
although it is not yet clear that they are willing to have them published, 
Arrangements have been made for an early visit of a representative of 
the International Business Machines Company to give a preliminery indi- 
cation of the types of machine needed and plans for introducing and 
operating them, Also it is learned that an American export on trade 
statistics, Nr, Thomas F, Corcoran, is now working with the Pakistan 
Government end could make @ short visit to Saudi Arabia to advise regard} 
ing preliminary plans, We shall epproach SAG to learn whether a visit 
by him would be welcome, and {f so shall forward the request through the 
usual channels, 


If SAG definitely decides to install a prover system of trade 
statistics I suggest the advisability of adding an experienced statis- 
ticisn to the staff for » period long enough to design and install a 
statistical system and then to train a staff to carry on the work, While 
I have had some experience in supervising statistical work of this kind 
and diy, Kennedy has done considerable research work on the problem, we 
should not undertake immediate responsibility for a system of statistics 
if we are to achieve our other main objectives in a reasonable time, I 
have no idea how long it would take to install a statistical service and 
train the necessary personnel but 1 believe that a two year period 
should be anticipated to be on the safe side, 


ihe 
A, Dunaway 
toms Advisor 








MONTHLY AND QUARTERLY REPORTS 
ON 
TARIFF 












ERATION ADM TNISTRATION 


Jidda, Saudi Arable 
January 29, 1953 


MONTHLY OPERATIONS REPORT = PUBLIC ADMINISTRATION AND 
GOVERNMENT SERVICES DIVISION = JANUARY , 1953 


Gustoms snd Teriff 


Mr. Kennedy Gonferred with the Customs Committee, reviewing 

an index which will greatly simplify the interpretation of the new 
Tariff Lav, This wos a laborious and tine consuming business as it 
involved decisions as to the particular tariff item under which 
imported items will be classified. After completion of the index 

Mr, Kennedy accompanied the ccrmittee to Dhahran on January 25, for 
consultation with the Ministry of Finance on the problem of relation- 
ship betveen the Government Railroad end Customs, The Railroad manages 
the Port of Dammen and transports goods to the customs warehouse some 
eight miles from the port. Method of delivery of goods by the Railroad 
to customs has not proved satisfactory in that no clear-cut ending of 
the responsibility of the Railroad has been worked out. The Comittee 
will also endeavor to secure approval of the Tariff Index so that it may 
be published. 


ré 
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RE: Monthly Operations Report for November 
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orem duties on all products. 


section II of my report 


ri2 i 
a2 
ik Ft 


“4 


3 ’ is : 4 shiti ij 
Heme afl, wl atl; Lin jaty 
ee (ujhins fy: GHEE ade 

fstiina cal th gill fp ibn 

suessllta: pila SoHE des Gusts edgy 

HMR HOH er te 

dsul it gece ead Web 

ie 4 ; zy S485 TE a3: 3 2 
ager fet TES ie palin tale 
iit) qe 4 dies Th ie aa 
seibessait if! 1342s EE faaastéis PELE 


9. Further Royal Approval Unnecessary - The new law contains all 


10, Conversion of Currencies - The new law provides for the use of 


in amount of duty which had to be paid. 


in 
ll, Coin for Payment of Duties - ‘Inder the new law, the Minister 
Finance is authorized to specify the coin or coins which will 
accepted for payment of duty, This will make it possible to 
require the use of new coins which may be introduced as a result 
of recommendations by this section of the Point Four program. 


12, Elimination of Export Duties and Transit Duties - (ne of the 
major improVements in the new law is the elimination of export 
duty. These duties represented a very minor portion of customs 
revenue and yet they were responsible for a considerable amount 
of time spent in the administration of customs, Transit duties 
have never been important. 


The partial printing of the Decree in "lm el Qura" had many errors 
as to form and substance, We have secured a complete revision of the Arabic 
text of the decree to conform to the agreements reached in the various 
conferences, Also the Arabic text is in conformity with better Arabic 
style, However, the decree has not yet been printed in complete final 
form, There are still possibilities that the Arabic text will not be 
in the form we think it should be. We are continuing our efforts to 
assure an accurate Arable text. 


The time of effectiveness of the Royal Decree is set for December 3, 
1952. This was against our specific recommendations. We had advised that 
at least four months would be necessary in which to get the new law printed 
and distributed, compile and issue an index and prepare an explanation of 
the tariff. Also, it was felt advisable to have personal contact with as 
many of the customs employees as possible to discuss their problems in 
relation tothe new tariff. It is understood that many of the merchants 
are not at all pleased with the fact that the new law is becoming effective 
so soon since many of them have large inventories on which they paid the 
previous rate of duty. It is certain that the action of putting the new 
law into effect on such short notice will result in many difficulties in 
the administration of the new schedule. 


b). The new rate of duty on tobacco and tobacco products is 150% 
ad valorem, In Riyadh, we were advised thet certain religious leaders 
desired to put "the highest rate in the world" on these products, We 
were asked to advise them which country had the highest rate and what 
their rate was. Fortunately before this could be done, the approach 
in getting the schedule approval had been changed making it unnecessary 
to provide this information. Upon returning to Jidda we were advised 
that the Crown Prince wished to impose a duty of twenty-eight Saudi 
Riyals per kilo on these products, We wrote a short note to the Crow 
Prince suggesting valorem duty rather than the specific, 


an ad 

We were advised by the Deputy Minister of Finance that the new 
customs administration will be headed by a completely new group of 
officials. We understand that Zaki Omr, a former Director of Hejaz 
Customs, has been officially informed that he is to be the new Director 
General of Customs in Saudi Arabia. We also understand that the 
Director of Jidda Customs, Anvar Abu Bl Jadayel, is likely to be ousted, 
and that the present Director of Saudi Arabian Customs, (in title only), 
Mohammed Nur Rahaimi, is to be Director of Jidda Customs. All of these 
uncertainties in customs officialdom mkes it very difficult to proceed 
with the task of getting the customs officials ready for the application 
of the new lew. 


¢). No comment, 
d). No comment, 


e). No comment. 


Jidda, Saudi Arabia 
Cotober 25, 1952 


NEMORANDUY TO: John A. Dunaway, Chief, Public Administration and 
Governmental Services Division 


FROM: Robert B, Kennedy, Tariff Advisor 
RE: Monthly Operations Report 


This month brought the greatest activity in my work thus far 
with the Saudi Government people, In the early part of this period 
the Minister of Finance gave my report on revision of the tariff 
law to the top Customs men to review. Starting on October 16 long 
sessions have been held on my proposals ending with a meeting on 
October 23 with the Deputy Minister of Finance at which time a re- 
vised tariff law agreed to by the Cnstoms officials and by Mr, Dunaway 
ani me was given to the Deputy Minister for presentation to the 
Minister, 


The more important principles embodied in my original reeom- 
mendations and draft law which have been agreed to are as follows: 


1, Use of ad valorem duties throughcut the schedule, Agrec-~ 
ment on this point was net as difficult as had been anticipated, 
The Customs officials wanted speeific dutios on tebneco and tobacco 
products, but finally agreed to ad valcrem duties across the board, 


2, Single taxation, The present complicated system of ml- 


3. My original theory on the teriff schedule-five rates of 
duty, two covering luxury type articles, two fer articles for the 
poor and basic development products, and one rate covering al] other 

agreed upon, Although my recemmentetions as tc actual 
rates have not yet been disclosed, there wes agreement as to the 
general theory of division of prodvets into these rate clesses, 
Also, the idea of mentioning only those articles subject to duty 
at a rate different from the penera) rate we aproed to, 


4 Elimination of transit duty, 












Elimination of export duty, 


important principles agreed to on matters which I included in 
to implement the suggestions of Mr. Dunaway on administrative 
as follovs: (1) national Customs administration; (2) use of 
of standard invoices (3) contre] of Customs brokers; (4) use 
actual exchange rates for conversion of invoice currencies; (5) time 
on liquidation of entry; and (6) requirement that Customs 
refunds for overpayments, 


The only substantive point on which agreement could not be obtained was 
on the basis of value. Mr. Dunaway and I had recommended the use of FOB 
valve, The Customs officials insisted on the use of CIF, 


The revised draft Royal Deerse which was agreed to by tthe Customs offi- 
Cials, Mr, Dunaway and mo the Minister of Finance, who is 


see 
ayy 
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TO: A, N, Young, Chief Financial Mission 


FROM: Robert B, remeiy (8H 


SUBJECT: Monthly Operations Report 


a. The most significant development insofar as the tariff is 
concerned has been the attitude of the Assistant Deputy Minister of 
Finance and the Minister of Finance toward levels of duty, Until 
recently there was a decided opposition by these officials to any 
lowerdng of the total customs return. Seeds for thought on this 
subject had been planted many months ago, There was general support 
among the lower echelon for a general reduction of the tariff, In 
a recent meeting with the Assistant Deputy Minister of Finance, he 
expressed his feeling that rates should be few and lower than those 
charged in Bahrein, This official promised support of our recommen- 
dations along this line. Ina later meeting with the Minister of 
Finance it appeared that the Assistant Deputy Minister had been at- 
tempting to persuade the Minister along these lines. The Minister 
definitely indicated that his previous ideas as to total customs 
return were weakening, 


My report and recommendations for the general revision of the 
tariff law is taking advantage in a modified form of the attitudes 
expressed by these two officials. The first portions of this report 
have been completed and are being translated, They deal with the 
general tariff policies which are recommended for adoption by the 
Government, The remaining portions of the report are now being 
drafted, These will include my specific recommendations as to level 
and type of duty and the general provisions of the tariff law. A 
draft royal decree incorporating all of the necessary provisions for 
the King to pass upon to impose and administer the new tariff law is 
being drafted to present with this report and recommendations, 


b, A recent royal decree repealed certain taxes imposed on 
pilgrims, It may well be that this is an indication of the King's 
possible attitude toward a general lowering of rates of import 
duty as well as total customs return. 


c. Discussions with Saudi Government officials indicate their 
willingness for a short visit of a trained import-export statistician. 
A draft request by the Saudi Government for such a technician has been 
presented to Saudi Government officials. However, this request has 
not been received by the Embassy, 


a, No developments, 
e. No developments, 








July 24, 1952 





ennedy, Tariff Advisor 


Subject: Operations report for quarter ending June 30, 1952 


1. Background studies with reference to establishing sound 
tariff policies were completed early in this quarter, Attempts 
to obtain usuable import-export statistical data and customs 
revenue data brought results not completely satisfactory, Studies 
of existing tariff and customs laws and regulations were diffi- 
cult by reason of the lack of a sound system of recording amend- 
nents, Yespite these difficulties, 1 collected and analyzed such 
data as could be obtained. 


2 The drafting of a Draft Xoyal Decree embodying my re- 
commendations as to rates of duty and general provisions of law 
was completed. pe my exposition with reference to this law 

et 


was practically completed, Translation of the tariff schedule 
was started, 


$3. One of the most difficult problems confronting us on 

the tariff is level of duty, The principal difficulty encountered 
in the earlier period of work was that the Minister of Finance 
opposed any reduction in the total customs revenue, The Assistant 

ty Minister of Finance (Najib Sey Salha) for a time took a 
like view, but his view has definitely changed. In a conference 
some weeks ago with Dr. Young, Mr, Dunaway and me, he openly 
expressed his views with reference to levels of duty and totel 
customs return, indicating e willingness to go along with a 
program of lower rates, lis views actually go farther than we feel 
justified in vicsananesng. However, his ideas with reference to 
level of duty heve been incorporated in # modified form in the 
proposed tariff schedule, Also during this quarter there was a 


decided weakening in the views of the Minister, tly he is 
wae softened not only by the influence of the Assistant ty 
ster 


but by the ted wish of the King to alleviate the 
burden of taxation on the poor, 


4, Other than the proposals as to level of duty the basic 
changes in the tariff policy are directed to encourage imports, 
exports and transhipments, Some of the more important changes are 
the use of ad valorem duties throughout the schedule, the use of 
a single rather than a miltiple tax system, and the change in 
eee eee oe we le ee See ee ° 
Also the basic law has been drafted to include proposals made 
by Mr. Dunaway with reference to customs administration, 


July 24, 1952 


CONFIDENT LAL 
FROM: B, Kennedy, Tariff Adviser 
SUBJECT: Monthly Operations Report 


a, & b, Report was informally received to the effect that 
His Maj wished to eliminate all customs duties; that He did 
not want his people to pay any such taxes; that this attitude was 
by reason of his desire to do something for his people in his 
last days, These were generally known, which resulted in 
a flurry of selling by merchants to get rid of their duty-paid 
inventory; the Chamber of Commerce and influential merchants 
raised a protest and; Customs authorities complained of nothing 
to do for the reason that merchants were not entering their mer- 
chandise pending further word on the duty elimination. 


Upon request of the linister of Finance Dr. Young, Mr. 
Dunaway, our interpreter Fuad Najjar and I went to Kiyadh for 
discussion on our proposal for tariff and customs revision. ‘The 
first day in lityadh definitely indicated that there was some 
type of crisis with reference to customs duties, The Minister 
proposed that a meeting be arranged for the next day with the 
Crown Prince and his advisers. lowever, the crisis epparently 
passed for the “> did not materialize. Instead, we had 
discussions with the Director General of Customs and other lower 
officials. Since the only rt of ny pe which had been 
translated was my Proposed Tariff Schedule (not ineluding actual 
proposed rates), it was decided that these discussions insofar as 
my proposels are concerned would have to await the complete 
translation. 


There is good reason to believe that the King did express 
his desire to eliminate customs duties, but that the Crown Prince 
and other advisers dissuaded him or found some means to block the 

+ ‘The Crown Prince in a conference with us indicated his 
nite feeling that the tariff should romain as a substantial 
source of revenue, 


It is very likely that these events can be turned to our 
benefit. ‘The tariff policies of the Government are, and will con- 
tinue to be, to the fore in the minds of the officials and people 
of the for some time to come, Opportunity for imple- 
oe omer ee oe 6 eee 





This wonth brought the completion of my recommendations 
for revision of (a) the tariff, and (b) the al provisions 
of the tariff law in order to imploment (1) the new tariff 
schedule and (2) Mr, Dunaway's proposals regarding customs ad- 
ministration, Translation of this report is being leted, 
at which time it will be presented to the Minister of Finance. 


c, The above referred to discussions in Kiyedh indicated 
a willingness on the part of the Saudi government officials for 
the installation of a modern import-export Statistical Division. 
Details for obtaining a request from the Saudi government for a 
full time import-export statistician are being completed. 


d, No developments. 
e. No developments, 





10: A, K, Young, Chief Financial Mission 
FROM: Robert 8, Kennedy 
SUBJECT: Monthly Operations Report 


a. The most significant development insofar as the tariff is 
concerned has been the attitude of the Assistant Deputy Minister of 
Finance and the Minister of Finance toward levels of duty. Until 
was a decided opposition by these officials to any 
the total customs return, Seeds for thought on this 
lect had been planted many months ago, There was general support 
on for a general reduction of the tariff, In 
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a recent meeting with the Assistant Deputy Minister of Mnanee, he 
expressed his feeling that rates should be few and lower than those 
charged in Bahrein, This official promised support of cur reconmen- 
dations along this line, Ina later meeting with the Minister of 
Finance it appeared that the Assistant Deputy Minister had been at- 
tempting to persuade the Minister along these lines, Tho Minister 
definitely indicated that his previous ideas as te total customs 
return were voakening, 


Ny report and recommendations for the general revision of the 
modified form of the attitudes 


5 
E 
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be ge pag acd grygtng teed coll g ce Aa 
pilgrims is an indieation of the King's 
possible attitude toverd a general lowering of rates of import 


for a short visit of a trained import-export statistician, 
A Sn pee, pnentes fee ech 6 Seman Soe ee 
Government officials, However, this request has 
not been received by the Embassy, 
a, No developments, 





co TIAL April 16, 1952 \" 


TARIFF: Report for the period September, 1951 
to March 31, 1952 





1, In summary, my work has been chiefly directed to: (a) 
acquainting myself vith local conditions affecting formulation of 

the tariff policy which I would recomend as best for adoption by 

the Saudis; (b) making contact with financial and customs officials to 
determine what would be acceptable to the responsible officials; (c) 
formulating and presenting ideas as to type of duty (ad valorem or 
specific) basis of valuation, and type of tariff nomenclature best suited 
for Saudi Arabia; and (d) acquainting myself with the details of the 
present customs eee te so that I can be of the greatest possible 
assistance to Mir, way. 


2, The primary problem has been the proper level of duty for 
Saudi Arabia, There is agreement by all the Saudi officials that all 
items necessary for the subsistence of the poor should be subject to 
very low duties or should be exempt, Also, there is widespread support, 
e.g. from Prince Feisal and Najib Bey Salha, for accepting at least a 
temporary reduction of the total return from customs revenues which 
might result from such a change, through encouragement to trade from a 
lower level of duties and better administration with subsequent better 
revenue may result, Although this matter has not yet been pully pre- 
sented to him, the Minister of “inance has indicated opposition to any 
reduction of the total customs return, His feeling has been that any 
such reductions should be offset by higher duties on luxury items 
Further representations on this point are now being considered, | this is 
eentons the most difficult matter confronting me at the present 
time, Jean 


3, The question of type of duty (ad valorem or specific) will be 
the subject for further discussion with Saudi officials, ir, punamay 
and I are of the opinion that ad valorem duties for all products would 
be best suited for Saudi Arabia, The basic reason for this is that a 
simple tariff schedule is necessary to overcome difficulties of nis- 
tration, By the use of ad valorem duties the tariff schedule can be 
drafted in a few broad categories, If specific duties are used a 
minute classification nomenclature would be necessary, ‘his would re- 
sult in many questions as to the proper age for the tariff classifi- 
cation of any particular article imported, ere are also economic 
factors which favor the use of ad valorem duties, There is, however 
considerable opposition to the use of ad valorem duties, for the adm{ ni s- 
tration of such duties has been and is very bad here, tne principal 
difficulty has been to arrive at the proper dutiable value of items now 
subject to ad valorem duties. With the installation of administrative 
changes, Mr. Dunaway and I are of the opinion that the valuation 
problem can be solved, asic work on proposals for the use of ad 
valorem duties is now being done. 






The we of tariff nomenclatwre must necessarily be de- 
ined by decision es to type of duty. 


5, Nepresentations to custome officials are being made for a 

tooet in the basis of dutiable value. At present the basis is CLF 
6o 
or 







of the merchandise, freight to the port of entry, and insurance). 
mony aduinistrative and economic reasons we ere pores that the 
basis be changed to ag teh R.. nee At present there is mich oppoe 
sition to this change, but proposels to be presented at the top level 
are being drafted and will be presented in due course. 


6, “ith reference to customs adminigtration 1 have spent consi 
able time making e detailed study with Mr. “uneway as to present 
practices, We have followed ontrance formalities step-by-step. The 
Overall adnminiatration is also being studied, Particular difficulty is 
found in the accounting section and the office of the cashier, It is 
ent to secure the aid of an accountant to help wth these diffi- 
ties, ily bong! Feowe is thet an audit of the cashier of the Jidda 
customs has been attempted but » year's work by the auditors brought no 
conclusion, ‘The Jidda customs director asked for our aid in setting 
up some procedure to eliminete this difficulty, %e have proposed a 
| temporary measure, 


7, I have done considerable work on assembling statistical 
data. ata given me by the Saudis are very inaccurate and be 
arrenged, I have done detailed work on these data, uch work is 
necessary (a) in determining levels of duty, (b) in forecasting 
the effect of rate adjustments, {c) to acquaint myself with the items 
of importance in the reso of Saudi Arabie, end (d) to elininate 
1 divficulties with names of products. statisticel comilation 
ie in “nglish as well as Arabic, The stetisticel date given mo are 
recorded on separate sheets for each separate item, The assistance of 
a trained lmport-oxport statistician would meke possible the insti- 
tution of oa modern system for compiling trade statistics. The Saudi 
officials have shown interest in thie metter in spite of their inherent 
tion to publishing trade statistics. Work is in progress to 
bring about the use of modern statistical methods, " 


Robert B, Kemedy 





MONTHLY AND QUARTERLY REPORTS ON 
PUBLIC FINANCES 


iia is Nay titi 
i) Yhe Apu 
J forobeY 


Jidda, Saudi Arabia 


October 25, 1952 


MEMORANDUM TO: Dr, Stratton, Country Director TCA 


PROM: John A, Dunaway, Chief, Public Administration and 
Goverment Services Division 


Re: Monthly Operations Report 


Yenthly progress reparts are attached from Messrs Stacy and 
Kennedy, My own activities included the followings 


1, A memorandum to the Minister of Finance in answer to a 
question on the date and place of termination of responsibility 
of ships for cargo consigned to Saudi ports, This subject had been 
treated at some length in a report submitted on September 2 but 
which has not reached the Minister due tc inadequate translation 
staff, 


2. I submitted on Cetcber 22 a report on the schedule of 
charges imposed on goods at Jidda by the Company operating the 
port under contract and among other things recommended a complote 
revision of the schedule in order that the rates may more nearly 
conform to cost of service, 


3. The Minister of Finance called a conference on October 17 
for discussion of the procedural changes proposed in my prelimine 
ary report of May 28 end of the proposed tariff law drafted by 
Mr. Kennedy. Dr. Young, Mr. Kennedy and myself represented TCA 
while the Minister, Deputy Minister, Director General of Customs, 
Acting Director Hejaz Customs District, the gyptian Tariff 
ani Shatkh Abdulla Pesak, a nenber of the Tariff “canittes, repre- 
sented the Covermment, The last four named gentlonen comprise a 
committee which submitted observations on procedural changes which 
had been included in the proposed tariff law, We had reached sub. 
stantial agreement by the afternoon of October 23 when we were 
called to meet the Deputy Minister of Finance, At this meeting 
additional advisors were present, the most important being Mohamad 
Soroor and the Director General of Finance, A few unimportant 
verbal changes were made in the draft and it was signed by all 
members cf the Committees for submission to the Minister, He sent 
word that he expected to go to Riyadh today (Cetober 25) and would 
attempt to arrange a conference with the Crown lrince or the King 
of early promulgation of the new tariff, He 
and mo to hold ourselves in readiness to go to 
in case we should be needed. 
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4. Among the proposals of my report of Muy 28, which have been 
approved in principle, is the establishment of a national Customs 
administration, including a statistical division, While it is impossible 
to forecast when these proposals will become effective, the need for a 
TCA staff member qualified to inaugurate and direct a statistical organ= 
igation is apparent, 


5. Quite aside from the difficulties inherent in the TCA program, 
there is one bott)sneck which could be removed, or at least reducede= 
the long delay in translation, It may well be that the answer to this 
problem is the employment of translators by TCA, for it should be obe 
vious by now that our work will be sericusly delayed so long as we have 
to depend upon SAG for this essential service, 


Le 
J¢im A, Dunaway 





 MISIORANDUN FOR SR, BETZIG 





Attached hereto are monthly operations reports ; 
prepared by Messrs Dunaway, Stacy and Kennedy covering \| 
the month of jagust to date, ! 

ao 
| 


AS to ay Onn activities, I comment as follows under 
me heads set out in your memorandan of June 3: 


a. Considerable progress was made in the plans for | 
the opening of the Saudi Arabian Monetary Agency, ‘The 
Pehabilitation of the building is approaching completion 
ead the vault is well under way, Material purchased abroad 
is arriving. Various conferences were held with tho Minlee 
ter of Finanoe ani the Governor, lr, Blowers, regardin 
pleas fox opening of the Agency, ‘The presett plan is to 
Open the Agency in the second half of September, ‘Tha Royal 
Decree naming the Direotors has been iesued. The Directors 
are: Shaikh Abdullah Sulaiman, Minister of Finance, Presie 
Gent; Najib Bey Salha, Assistant beputy Minister of ‘ioanee, 
Vice President; Oeorpe A. Blowers, Governor, member ox offioiogss 
Sayyid Al Attas; Salem Bin Wafoos; and fasin Sey Khalidi, 

Mx, Khalidi also will be one of the \anagers. 


I completed a veport on the issuance of the new gold 
sovereign together with a draft decree which were submitted 
to the Yinister with proposed rates loft blank. I explained 
to hin that I had a separate confidential somorandun on 
tates which f ahakl prepare to discuss at the appropriate 
tine--which he agreed with me will be just before the Agency 
4s roady to issue the new coin. 


This report is gaumitted as of Aurust 16 because I 
shall be absent during the remainder of the month on local 
lonve. My departure was put forward because of Lllnags 
(fever) during the early part of August. 


De, Gey Gey % 10 Special comment, 





June 24, 1952 


MEMORANDUM FOR DR, STRATTON 





Attached hereto are monthly operations reports prepared by 
Messrs Dunaway, Stacy and Kennedy covering the month of June to 
date, 


As to my own activities, I comment as follows under the heads 
set out in Mr. Betzig's memorandum of June 3: 


a. Special attention was given to preparation of the building 
which is to house the newly created Saudi Arabian Monetary Agency, 
This included the remodelling of the old building assigned to the 
Agency by the Government; plans for construction of the vault on 
adjoining vacant property; selection and ordering of vault doors, 
safes and other necessary equipment. Also we were in active cor- 
respondence with Mr. Blowers, the Governor-elect, regarding plans 
for organization of the Agency, including equipment, staffing, 
correspondents, etc, 


I was absent on local leave in the first half of June, While 
spending a few days in Addis Ababa, I took occasion to look into 
the set-up of the Ethiopian State Bank, 


Efforts to stabilize the foreign exchange value of the riyal 
were continued, During my absence in the first half of June, 
however, the riyal appreciated so that its value was about 3% 
above the theoretical middle point of 3.75 riyals per dollar, 

Had I been here I would have urged the Government to combat the 
rise more aggressively by paying out riyals now in stock, During 
the preceding six months the fluctuations either way had been 
held within less than 2% of 3.75 per dollar. 


Also I gave considerable attention to discussion of customs 
and tariff policy, in re reports under preparation, 


be, Coy de, @ No special comment, 


SIUOCIMH AINW ATHa - ¥ 
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CONFIDENTIAL April 22, 1952 , 9). 4 pan 


WORK OF THE PINANCTAL MISSION [0 SAUDI ARABIA 
duly 12, 1951 to Warch 31, 1952 


Attechod are reports as follows; 


1, Currency and Banking, by Arthur %, Young, dated 
* April 6, 1952 SO ' 


2, Memorandum of Couversations of Arthur li, Young 
and George A. Blowers with SAG Officials re- 
garding Establishment of a “Monetary Agency", 
February 1524, 1952 


5. Public Finances, by Arthur I, Young, dated 
April 7, 1952 ; : 


4e Budget, by John A, Stacy, dated April 3, 1952 


5. Customs Administration, by John A, Dunaway, 
dated April 7, 1952 


6. Tariff, by Robert 5, Kennedy, dated April 16, 1952. 


These documents give partioulars of the activities in the special 
fields of work, 


Work as a whole got under way slowly due to several oirounmstances, 
Although I arrived in Jidda on July 12, 1951, the other members of the 
Kernady, Saxitt Expert, Septeaber 20, 1051) kr, foun As Dananey, 

, L:) H ir, ‘ 
Expert on Customs Administration, Pebructy 8, 1952; Mr. John Ay Stacy, 
Budget Expaxt, February 19, 1952; mrs, Bdna B, f 
1952, The Accounting Expert has not arrived, Also 
for several months preceding Dr, Stratton's arrival on March 7, 1952, 
I served at the Department's request as Acting Director of Technical 
Cooperation, and work took a material part of my time, 


82 

Aton and the Assistant Deputy Minister, ajib Bey Salha, has been 
ent part of the tine. reduced the possibility of contact 

as also the fact that when these high officials are present 

are busily occupied. Pressure on them is inoreased because of 

the lack of a proper administrative system, a defect which the Mission 

is 


The general plan of work, which was developed in close and 
arse th Ambassador Haree-has been to act along the fol- 


' "@ 43 é 
toca mt ss aia of information on finan- 
mm ite fale om Dae Deon eateniiahed, 


56 tte hry Una tina ahd 
chnded Lapertest reetiaas atte mine ls Topload se beat 


4. To begin with less sensitive problems and avoid friction that 
be inseparable from some of the more sensitive problemse~ an exe 
ample being the expenditures of the royal family, 


5e To improve and strengthen administretive machinery, nate by 
setting up the proposed fonstary Agency and by improving customs proe 
cedure, 


6. HR phe advice on current problems as they arlse--eeg., de 

thine stebti tion of the riyal in dollars since mid-December 
timing of Government purchase of riyalo in the market and by persuading 
the Government to reduce its intended order for new coins and withe 
hol ‘these from issuance 80 long as the riyal shows no teadeney to 
appreciate, The use of the American-Saudi Arabian stabilisation agree- 
ment of ay 27, 1950, has been helpful te tuis end, as has stability 
of the New York 8 ver price. 


In conducting the work I have found the Government cooperative 
and have had helpful contest with lids Majesty ibn Saud, the Crom 
» tho Foreign iiinister, the Minister of Pinance and numerous 
other 6ffickals; also with the banks and Saud4 Arabian and f 
business men, I have visited Riyadh, the Dhahran oil area, Hoffuf, 
Al Kharj, Tai? and Babrein, 


Specific ye ge aes s0 far have not been much in evidence 
to the public for example, does not realize whet is behind the 
de facto steniaity ‘a the riyal, "ievert! elese the way is being pree 
pared for results that should show, The most immediate prospect is 
the creation of the Monetary Agenoy, for which a royal decree is ape 

ently about to be issued, ‘This should be followed by issuance of 
tho new gold sovereign with stable value in dollars, I advised the 
Government to pay for and bring to Jidda the unissued new gold sover- 
@igns worth about $10 million, instead of leaving them in Paris and 
expecting the Banque de 1' Indochine to continue indefinitely to carry 
thew, The sovereigns should all be received in Jidda during the oure 
rent month. They are lodged with the NS which is providing the funds 
for payment but without any net increase in indebtedness of the Gov- 
ernment since the sovereigns are credited to the account and the 
dollar cost is charged, 


At the time of the crisis last sumer due to the Government having 
discounted future Aramoo payments too heavily, I advised that Aramoo 


liquidated out of the 1952 income tax, and that future payments of ine 
come tax be made mon’ in approxiv ately equal installments + 
than "Ee pe at araganct mu edoyedy nd altnay te 
current income of arrangement was ado 
Government is getting on a current basis, orig eoeee 
Save heen mate gotaptiy sides last oames, by ender of the Kimgs 





dlity of early adoption of 
cap BeBe be 


ms proc 
ti @ Simplified and lower tariff structure. mr, Dunaway and tr. Kennedy 


are in day-to-day contact with the Jidda customs officials, 


Purthex a beginning has been made in the approach to 
lems, and 1% has been found that the Ministry of Finance offi 


has just been published, ‘The Ministry of Pinance consulted us re the 
draft budget about lierch 1, and embodied provisions which Ir, Stacy 
and I suggested to simplify it and leave the way clear for adoption 
of latex improvements, 


Finally, I have urged on the highest officials at every possible 
opportunity the wise employment of revenues and the setting aside of 

of the exoellent oil ravenues for productive purposes, These 
purposes include provision of about $5,000,000 for capital of the 

Agency, Which the Minister of Finance undertakes to set aside 

as soon as neaded; currency reserves; fiscal reserves against the | 
when 041 revenue may slump; and funds for a program of development 
the country's human and material resources, which program should be 
set up with appropriate priorities, The ideas are welcomed in prine 
oaple, and there is hope that as time passes they will be given ine 
oreas 


ne affect, 
(dn 


Arthur Ni, Y 
Pinanolal Advisor to the 
Kingdom of Saudi Arabia 
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GONPIDENTIAL April 6, 1952 


CURRENCY AND BANKING; Report for eset July 12, 1951 
to March 31, 1952, 


1. I have been able to concentrate on this field and substantially 
to complete the p because delay in arrival of the members of the 
Financial Mission made it impracticable to do much in their respective 
fields of work, Non-arrival of a secretary until February, however, handi- 
capped the work and I had to rely on part-time local American help. This 
report outlines what has been done and the present status. Further infor- 
mation is available in various reports of the Kmbassy at Jidda and in in- 
formal correspondence with officers in Yashington, 


2. The Finance Minister at the time of my first call referred to his 
interest in the creation of a Government bank, After investigation and 
discussions with the Minister I submitted on November 14, 1951, a report 
recommending the creation of a Government bank to act as fiscal agent, to 
handle currency matters and to conduct economic research. Soon after the 
report was submitted the Minister stated that he was in full agreement 
with it and that he had recommended to Riyadh that the proposal] be put in- 
to effect, I had recommended that the Covernment engage a qualified for- 
@igner to organize and operate the bank. Learning that Mr. George A, 
Blowers of the International Monetary Fund might be available for this 
work and that he would be in Athens in February I arranged for the Min- 
ister to invite him to visit Saudi Arabia, He arrived in February and 
he and I spent several days in Riyadh where we conferred on this subject 
with the King, Crown Prince and Minister, One point raised in Riyadh 
was thet in view of Islamic law the institution should not charge or re- 
ceive interest, To meet this point a specific prohibition was included 
in the plan and the name was changed to "Monetary Agency", On returning 
to Jidda Mr. Blowers and I drafted a royal decree and a charter for the 
Agency, The draft charter embodied the main points in my report of 
November 14, 1951, The capital would be 500,000 gold sovereigns, about 
#6 million, The Minister approved these documents and forwarded them to 
Riyadh where he hopes for early action. He has indicated a building where 
the Agency may be located in Jidda, 


Final action on the plan has been delayed because of disacreement 
between the Minister and the Crown Prince whether the head office should 
be in Jidda or Riyadh, Delay in setting up the Agenoy hinders progress 
with the contemplated monetary reform and also with development of pro- 
cedures for fiseal control, 


5. The Finance Minister at the time of my arrival asked my views on 
currency improvement and particularly the introduction of the newly cotned 
gold sovereign of which about a million had been coined in France, There 
had been @ plan sponsored by the former manager of the Bank de 1'Indochine 
to issue these coins on a bimetallic basis at a ratio of 40-1 to the 
fulleweight silver riyal. I advised the Minister that such a plan of 
bimetallism would be impracticable as a basis for a sound reform, although 
with good fortune it might work for a while, and advised 5 pie any come 
mitment to tie together the riyal and the new gold coin. suggested 
means whereby the gold coln could be issued if desired without being tied 
to the riyal; but stated that I wished to give further study to the basic 
monetary problem. The Minister decided to take no action pending prepar- 
ation of & comlete monetary plan. 


“Tomade a full study of various possible types of reform, T rejected 
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Meh possible choices, namely, bimetallism (because the future ratio 
between golé and silver !s sure to continue unstable); a silver standard 
(because there are no present or prospective national or international 
policies that give any confidence in silver's future stability as a mone- 
tery standard); the British gold sovereign (because the supply is limited, 
and the value affected by wide fluctuations and beyond Saudi Arabia's 
control); @ sterling standard (because of the disa¢vantaze of a link to 
the pound in view of existing uncertainties and trade and exchange con- 
trols); and, finally, the International Monetary Fund standard based on 
gold at £35 per ounce (because @ gold currency at that value would be 
drained away by pull of the free gold market, and the alternative, a man- 
aged paper currency redeemable in dollars at #35 per ounce, would be sub- 
ject to abuse), 


I concluded by a process of elimination that, given the penchant of 
the people for metal currency and the unwisdom of a national paper currency 
the wisest choice would be a gold standard based on the new gold sovereign 

which should be linked to the dollar. It should be linked at a rate that 
would give it a value sufficiently above that of the fine gold content 
(worth $6.24) to avoid any likelihood of the coin being drained away to 
the free gold markets, but not higher than necessary for that purpose. 
The rate should be definitely below the value of the British sovereign 
(now about #12), Tentatively it should be around $10, which corresponds 
to a free gold price of about $42.50 per ounce compared with the free 
price which has ranged between about #36 and $40 since the IMF liberal- 
ized its attitude on free gold sales in September, 1951, It thus would 
be something of a novelty, a gold currency with a fiduciary element, The 
Government would buy the coins from the Agency at their monetary value 
and set aside as reserve in the Agency the excess over the value at 
per ounce, thus making possible ready convertibility, 


The establishment of such a system would require the machinery of 
the proposed Monetary Agency. Once the Agency is established the reform 
could be accomplished in two stages: first, introduction of the new gold 
coin; and, second, the subsequent introduction of a system of convenient 
token silver and minor coins on a decimal basis. The silver coins would 
gradually be substituted for the riyal. I am awaiting comment from the 
Bureau of the Mint in Washington regard ng certain technical matters re- 
lating to the choice of fineness anc alloy for a new system of coins, 

The minor coins would be the existing qirsh which with a slight change 
in value could be tied to the gold coin at 1,000 qirsh per sovereign, 


Since the riyal is the present main currency of the country, the re- 
form would be conducted with careful regard to avoiding prejudice to 
holders of riyals, and the riyal would be kept as steady as possible in 
relation to the dollar and the new gold coin but without commitment to 
keep any fixed rate, 


The outline of the currency plan has been discussed orally with the 
Minister and with the Assistant Deputy, Najib bey Salha; and also in very | 
general terms with the Crown Prince, they all indicated general agree- 
ment. I have not submitted any formal report pending action on the plan 
for a Monetary Agency. The elements of ea report, however, are in hand 
and can be submitted without much delay at the right time, 


4. Meanwhile I have advised the Government to keep the riyal as 
steady as possible in relation to the dollar, Last fall the Government 
wished to place a large order for new riyals in Mexico; but I persuaded 










t the order to 25 million, feeling that an immediate order 
ber would be adequate to check any tendency of the riyal to 
in value. Since the middle of December the riyal has been quite 
‘in value at about SR3.75 per dollar, with fluctuations of about 

ither way. This has been made possible by favorable basic conditions, 
by Government acceptance of my recommendation to refrain from issuing 
SR20 million of the new riyals; and by the Government on my recommendation 
‘advancing the purchase of its riyal requirements on one occasion when the 
riyal showed signs of weakening. : 













It 1s not practicable for the Government to do much to regulate the 
value of the British sovereign, which has an international market and is 
easily smuggled. I have recommended, however, that the Government buy 
sovereigns locally in times of local weakness, and import them when the 
sovereign locally is strong, 


5. SAG expressed the desire to purchase the new silver riyals to be j 
ordered from Mexico with the help of the stabilization fund under the | 
agreement of May 27, 1950, with the United States, The Treasury concurred | 
in my recommendation that the agreement be interpreted to permit doing a 
this. $4,500,000 of the fund has been so used, The availability of the — 
fund for this purpose has made it easier for the Government to accept my 
recommendation to withhold riyals from issuance and thus to accomplish the 
object of stabilization, SAG has requested extension of the stabilization 
agreement for two years from the expiration date, May 27, 1952, with an | 
amendment permitting use of the fund to stabilize the value of silver | 
coins (if issued) other than the riyal. Pe 


Arthur N. Young 4 
Financial Adviser | 
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Memorandum of conversationsjfre establishment | --—~~ _ 
of “Saudi February 15-24, fe 


At the invitation o Arabian Government Minister of 

Finance, Mr. George A. Blowers of the International Monetary Fundy 
arrived in Jidda February 14 from i il where he for 
the pind at the Saree tiny aa Mr. Blowers and I flew to 
Riyadh on February 15. The Minister invited us to lunché.In the 
conversations before and after luncheon, he stated that all the 
important people in Riyadh, from the King down, wished the institu- 
tion to be set up on the lines of my plan. In some quarters, how- 
ever, there was concern about the possibility that the institution 
would charge or receive interest, which, he pointed out, would be 
contrary to the Islamic law. He stated that the King and the Crown 
Prince might ouestion me about this. He wanted me to reassure them, 
He said further that if they did not bring up the subject, he wished 
me @o do so, 

I stated that I fully understood the Islamic view about interest; 
that I had never contemplated that the institution should do anything 
-oueh—eombiebe. in disregard of Islamic law; that the charter could 
seeremrty state that the institution would neither pay nor receive 
interest; and that I would be Happy to make this ouite clear to His 
Majesty and the Crown Prince, 

Shaikh Abdullah further stated that the name of the institution 
had caused some concern, because "bank" was associated with interest. 
I stated that the institution could be called "financial Aeency", 
it dacttt alt” Shaikh Abdyllah be}ieved this would be desirable. (u wen Oh 


<4 same afternoon Mry rs and I had an audience with His 


Majesty. ‘The audience was intended to be private, but before we 


yop ; 4 wait is 

: arrivedy the snes: Qatar, who was the rine guest, came into the 
court room. Because of his being present, the King did not bring up 
any item of substantial business but merely engaged in some general 
conversation with us. The interpretor, Abdullah Tepiki (supervisor 
of Aramco for Spay. and a graduate of Texas A & } stated that the 
King told the Shaikh that he had asked the American Government for 
hin—te—heve the help of some financial experts, and that "Americans 
are very good in matters of accounting and currency". The King did 
not in any way refer to the specific object of our call. ‘The King 
closed the interview by saying that he wished to see us further 
privately. 

That evening we attended a state dinner given by the Crown Prince 
in honor of the Shaikh of Qatar. After the dinner, the Crown Prince 
said to me that he wished to see us the next day for a discussion, 
After the dinner, the Crown Prince's advisor, Jemal Husseini, had a 
short discussion with us. He said that he and the others there 
thought the general plan of the institution was good, and that if 
the point about interest were covered, there should be no objections 
of consequence, 

On the following day (February 16), Mr. Blowers and I spent the 
morning going over in detail the plan of the proposed institution as 
per my report of November 14, 1951, and found ourselves in complete 
agreement. Also, we discussed at Length fiang for currency reform, 
and likewise found ourselves in agreement, subject to further con- 
sideration of the value of the principal unit. Mr. Blowers inclined 
to prefer a unit similar in value to the American dollar instead of 
the unit of about 20 cents I have contemplated. He feels that there 
is a long-term tendency for the value of units to shrink, and that 
for that reason a unit around 20 cents might be too small. The 


up-shot of our discussion was that the eventual decision wuld be 





i i ae 
* infIuenced considerably by the “aad of the preper officials of the 
government and by the choice ah Parasio name for es new unit, if the 
general plan were approved. Nr. Blowers raised the question as to 
possible issue of deposit certificates in order to meet the needs for 
paper currency, stating that these had pr acceptable and popular 
in Ethiopia. I pointed out the dangers and fears here about any form 
of paper currency, and Mr. Blowers agreed that the subject should be 
left for later consideration after the institution had accomplished 
its task of reorganizing the currency. Also, I pointed out that if 
a unit related to the dollar were reigns American paper money might 
become an element _the circulation. pane a thd, prrdong ita 
Wwe lunthed @ith/the grown ince, and after luncheon haf a 
private discussion of 1 atu with him. He stated that the plan 


had met with general acceptance in Riyadh, but that there were four 







points which he would stress: 

(1). The head office should be in Riyadh, 

(2). The institution should keep Riyadh fully informed of the 
government's financial operations and position, and should keep ac- 
counts showing the revenue receipts under four main heads: Aramco, 
the Haj, Customs, and Other Taxes. ‘The institution should receive 
all revenue and control all disbursements, The government should 


have monthly reports. The government would look to me to see to it 


that all this was properly done, 
(3). The iter should not pay interest, and must have 


full regard to the Islamic law, 
(4). The general plan of operation and the aamber personnel 


employed should be approved by Riyadh. 


The Crown Prince went on to say that everyone felt that the mone- 
tary situation oft. be improved, and that the losses and inconven- 


fence resulting from monetary fluctuations were causing concern, The 





., ay -4- 
_ government wanted Beavis currency. He sta” further that the govern- 
ment was anxious for better control of receipts and payments. 

, I stated that his comments showed that he clearly ned 1 al 
a the proposed institution, namely, to aid in better control 
of the public finances and to improve the currency situation. I ex- 
pressed gratification that the government was disposed to take this 
important action. The organization, I stated, would, of course, keep 
such accounts as the government directed. As to interest, I said that 
I well understood the Islamic law on the subject, and that it had 
never been intended that the institution pay or receive interest. 

A prohibition on this point could be included in the decree and the 
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tier in the afternoon we were summoned to the palace to see 










His Majesty. We were met by the Finance Minister, who stated that a 

further point had arisen with regard to the name. Some people felt 

that even the name "Financk sency" suggested interest and trans- 

actions inconsistent with the spirit of Islamic law, I explained 

that the institution was to be a service agency not intended to make 

a profit, and. thet auctln mitrhle wane corfasnlr could tet 
During the discussion, the cuestion arose of the location of the 

head office. In talking with the Crown ig Cd wbcritel, from 

commenting ‘on this point. The Financ$g@f winister insisted that the 

head office be at Jidda. I told him that obviously the main opera- 

tions should be at Jidda; and that preferably the head office should 

be there. I added that a similar question had arisen in other countries 

where there was pressure to have the head a % Cobh of Re central bank 

in the capitol. For example, in China, the head sere to be moved t 

@ Nanking, although the actual headquarters continued to be Shanghai. 

I said that I thought if necessary he could agree to put up a sign 


"Head Office" in Riyadh, and that certain records could be kept there, 


a es 
and meetings held there} +ftrecessewx, but that the chief operations 
clearly should be at Jidda. The Minister subsecuently asked me for 
a letter on this subject, and I wrote him as per the attached copy. 

We did not see His Majesty because the Shaikh of Cater again 
came in just when we were expected. They had a long talk and the 
King excused himself because he felt tired. A little later Shaikh 
Abdullah went to the King's private quarters and had a talk he con- 

om vue 

sidered PELLOLERESTy, SEPREARE the subjects we intended to discuss. 

After returning to Jidda the next day, February 17, the Minister 
asked me to draw a copy of a proposed royal decree authorizing the 

in general terms. I did so, and my draft was accepted with 
changes to stress "strengthening" the currency rather than etpessing, 
curren ead jystment; and broadening the idea of in 7 eu to "profit". 

Sheikh Pbobass ty An cisaued 

aia wo mak wick inirdues he wished to have a Remus meena Aare ae! 
forth all of the important elements of the plan so that he could fully 
inform Riyadh. On February 18, Mr. Blowers and I drafted a brief 
charter and had it translated into Arabic. On February 19, we went 5’ 
over this draft with the Minister and Najib Bey Salha, and they seemed 
generally satisfied. They said, however, that the name "Financial 
Agency" still caused some difficulty. They suggested "Currency P 
Institute", to correspond with the Arabic wording they contemplated. 
I explained that it could not be called "Institute® English, and 
they finally accepted "Monetary Agency" y They réferr atigroy 3 a 
charter to the Egyptian legal advisor, Mr. Husni Khairalla, to consider 


what Arabic legal wording would be proper. 


‘ . -6- Fy 

T vosuainaltthe Minister that he mm Mr. Blowers to 

organize and operate the Agency. ‘The Minister said that he wanted 

me to do that. I explained that my functions were more general, in 

relation to the entire field of financial reorganization, Further, 

I stated + rs Foe ui 2 had considerable banking experience, 4 had hey 
Nur. Calo rs had organized successfully similar institutions in 

Liberia and Ethiopia, and that I strongly urged that he be engaged. 

The Minister then stated that he considered it my general responsi- 

bility, and indicated that on that understanding he would be dis- 

posed to accept anyone I recommended, I did not press the ‘subject 

further atthat stage, but gathered that he is favorably disposed to 

engaging Mr. Blowers. 

Mr. Blowers had previously indicated to me the conditions on 
which he might be willing to come. He stated that first he would 
have to be released by the International Monetary Pund, which he 
believed could be arranged so that he could come here after a few 
weeks, He would be willing to come on the basis of a letter from 
the Minister appointing him as Governor, without a formal contract, 
He would wish to have a house, a car, travel expenses, exemption 
tron thd, and a salary of £25 end yearly. further, he 
stated that if he should become liable i Pd > Peale tat ao 

as by having aa a" oe eo Stateg, on pel ae he would 
expect the Agency to pay such tax; 1 summarized these conditions 

to Najib without bringing the matter to a head pending ZMH a firm 
decision to create the Agency. I said to Najib that the salary did 
not seem excessive, and that I had gotten a similar salary in China. 
(Mr. Blowers is now getting $15" thousand from the International 
Monetary Fund, and this is free of American taxation.) 


Further, we discussed with the Minister and Najib a building for 


the Agency in Jidda. They said that a centrally located building, 
=a 


« ° ee ae 
nepr the nse Finance and the banks, @. had been planned for 
an expositiony but never occupied, would be available. Mr. Blowers 
and I made a brief external inspection, the key not being available, 
and felt that the building could be made suitable, Mr. Blowers will 
look into the question of vault doors so that they may be ordered 
and obtained as promptly as possible if the Agency is to be created, 
On February 19, Mr. Blowers left for Athens, 
On February 24, Najib stated that the draft decree and charter, 
with no material changes, were being sent to Riyadh on February 25 
by hand of a man who was instructed to seek royal approval and 


issuance of the decree, Najib believed these would be accepted. 


Qu. 
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Pl, 6&0 far it has not been possible to obtain from SAG much 
@ of actual receipts and expenditures. Thore is a prospect of 

: these as the work on budget and accounting progresses, 

° @, however, Aramco has supplied confidentially full data 
Yeyarding its payments to SAG as has the Saudi Arabian Mining Syne 
dicate, ‘These, with partial data received from the customs and 
with regerd to the Haj, give a fairly good idea of receipts. Total 
Teoeipts in 1951 were about 2160 niliion, of which $135 million 
came Irom Aramco including $25 willion discounted Zrou 1952 income 
tax, For 1952 receipts could easily reach {200 million excluding 
this 825 million, and might be even larger if the oil business con- | 
tinues good, As to expenditures, practically all the receipts in | 
1951 were spent, together with the aforementioned proceeds of dis 
count of 1952 income tax payments by Aramco, Unfortunately a far 
from adequate shave of the excellent receipts was used coustructivelys 









2. Last fall when the Government faced a financial crisis due 
to having spevt all the current receipts and much of the Aramco ree 
e@ipts due in succecding months, I suggested to Aramco that it work 
out with the Government » revision of the payments due for incone 
tax so that they would be made in substantially equal monthly in- 
Stallments, along with royalties, This procedure was embodied in 
the agraenent ey concluded at Riyadh. ‘The plen was devised 
to saualize roughly the monthly payments in 1952 without including 
the sums discounted and spent in 1951, and similarly to eyualize 
payments in succeeding years, So far the system is working well. 
The only payment now spent and not yot due is $5 million of income 
tax dua in June, 1952--which has already beon allowed fox in cal- 
Culating the eyual monthly payments. hile it is too sarly to reach 
a firm conclusion, there 46 reason to hope that the new arrangement 
will help JAG to live within its excellent revomes,. 


3. On every practical occasion [ have urged the Governient to 
live well within its reverme at this time of peak receipts, and to 
set aside large funds to be used for (a) economic development; (b) 
currency reform; and (o) as fiscal reserves to be built up with a 
view to the day when there may be a serious and perhaps unexpected 
slump in the reoeipts from oil, I have cited tha ease of Venezuela 
which has built up its reserves from about 630 million a dosen years 

to nearly $400 million at present, The Minister of Mnance has 
seated that he is ready to provide the capital for the proposed 
Monetary Agency equivalent to about 44 million, the anount due to be 
paid in before the Agency begins business; and also to provide cur 
renoy reserves and funds for economic development, particularly the 
proposed new railway, 


Arthur |, Young 
Financial Advisor 
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1. So far it has not been possible to obtain from aie SAG 
much data of actual receipts and expenditures, 2 me ¢ 
obtain” these as the work on budget and accounting progresses, 
Meanwhile, however, Aramco has supplied,full data regarding its 
peeintel os bap the Saudi Arabian Mining Syndicate. These, with 
partial date from the customs and with regard to the Haj, give | 
a fairly good ore ne receipts. As to expenditures, practically 


all the osantaes tien spent, together with the Proceeds of 






1452 
discount of adyandce _ income tax payments by Aramco 


lesthastias 4p f Me exclleaf nnceepts Wms | 


due to having spent all the current receipts and much of the 


Aramco receipts due in succeeding months, I suggested to Aramco 





that it work out with the Government a revision of the payments 






eC SERRATE | 
we teprvoprebleoe 
equal installments, , This procedure “ocd cehfowen 
recently concluded at Riyadh. The plan was Sed to equalize 1 onaglh Me 
P yments in 1952 without including the - dis- 


and aninlarly Y cpualige fopoet tm ancece dase ana, 
counted and spent in 1951, So far the’systém 19 working well, 
ard nef lnk 


due for income tax so that they wold cen in s 


at The only #évanes payment pee 
#5 million of income tax due in June, 1952--which has already 

been allowed for in calculating the equal monthly payments, 

While it is too early to reach a firm conclusion, there is rea- 
son to hope that the new arrangement will help SAG to live within 


its excellent revenues, 
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3. On every practical occasion I have urged the Govern- i 





ment to live well within its revenue at this time of peak re- 
ceipts, and to set aside. to be used for (a) economic 
development; (b) currency reform; and (c) as fiscal reserves to 
be built up with a view to the day whenthere may be a serious 
and perhaps unexpected slump in the receipts from 011 revenue, 
I have cited the case of Venezuela which has built up its re- 


. jo 
serves from about $$@ million a dozen years ago to nearly 


4400 million at present. /( Mii ene oe hte | 
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CURRENCY AND BANKING: Report for the period July 12, 1951 
to March 31, 1952. 

1. I have gg@-been able to concentrate on this field and 
and substantially to complete the planning because delay in yo 
rival of the members of the Financial Mission made it inesaciee, 
to do much in their respective fields of work. 7 Mon-arrival 


Went » 
of a secretary until February handicapped the work and I had to 


/ ve 
a ~~, 7 ‘eo 


rely on aie time jocal American pats sao” losdal al wens oe 
aud ; a Fah cen 4 Mart etrle m (eta 
ae ‘the Faces Minister at Ml ‘time of my first call : re- Ary. 
ferred to his interest in the creation of a Government bank, pe | 
| 
After investigation and discussions with the Minister I sub- tN 


em 


mitted on November 14, 1951 a report recommending the creation 


rorey 


of a Government bank to act as fiscal agent, to handle currency 
matters and to conduct economic research, Soon after the report 
was submitted the Minister stated that he was in full agreement 


with it and that he had recommended to Riyadh that the proposal 


Re ee, 





™ 
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be put into effect, I had recommended that the Government en- 


gage a qualified foreigner to organize and operate the bank, 


Learning that Mr. George A, Blowers of the International Monetary 
PreVns Urrvte 
Fund might be available and that he would be in Athens in Feb- 


ruary I arranged for the Minister ae re hag him to visit Saudi 
and 


Arabia, He arrived in February and spent several days in a 
NH Veg, Conn foucse nde Masiobr 
> Riyadh a we Fayed on this Bub ject, 


Srila Weekes ee WAS bOmtttebeemitrran® en the” ot . 


apres not ori or receive interest Aotion—ta-Rizedh 


as a fel ae delayed bien of disagreement between the Minister 








and the Cr = Prince whether the hea be in Jidda 


or Riyadh) “GQ speestic prohibition was included in the plan 





aes fa ans fl) 


and the name was changed to "Monetary Agency" . owers 


__— rier dn a cdg decree sand, ghar ter for the Agency. : 
eudrhacd pvc: Jogo Se 1/93), > Ker tial wre yr iie oe 


, flakinister Petr thea forwarded them to Riyadh where he 





hopes for early action, o—) indicated a building where the 


agency my, Mes alias” = in oe ; 
— 3. Th pa aah mga ag at the oe of my peat iy 





my views on currency improvement and particularly the intro- 
duction of the newly coined gold sovereign of which about a 
million had been coined in France, There had been a plan 


issue these coins on a bifmetallic basis at, eee withthe ree 


sponsored by the former manager of the wen de 2) taneenens to 4 


pl fl -wergnt silver riyal. ee I advised the 


o 


a fans 


Minister that such a plan of vifmetallisn would be impracticable § 
Cry a. drwnd vit y Cond adivraed A4Awnot Comm Ursa \ 
, @ithough with good fortune it might ‘work for a while,» I sug> k 
gested means whereby the gold coin could be issued if desired \%, 
without being tied to the riyal; but stated that I wished to « 


give further study to the basic monetary dona Ne The Min- 


ister decided to take no action pending Pp of see 
ieee? iS 

complete monetary plan Fi ‘per Tull study 0 of various Desnehne . 

types of epee toteua oe penchant of bey i 
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people for metal currency and the unwisdom of a national paper 
currency, the wisest choice would be a gold standard based on 
the new pit sovereign which should be Beato the dollar, f I 
re jected thesother possible choices, namely, bigmetallism 
(because the future ratio between gold and silver is Conbeds 
to continue unstable); a silver standard (because there are 

no present or prospective national or international policies 
that give any confidence in silver's future stability as a 
monetary standard); the British gold sovereign (because the 





= a 
supply is limited, and affected by wide fluctations 
a ahs 


sterling standard (because of the of a link to the pound 
wet existing uncertainties mel shee finally, the 


International Monetary Fund standard based on gold at ¢htrty.- 


t 
ti-ve-detaees per ounce (because a gold currency at that value 





would be nen, Sen pull of the free gold market, and 


the alternative, a paper currency redeemable in dollars at 


Nabebipsdeve-tettene pr ounce, would be subject to abuse), 





; f hate its , 
we Yt Uphold be Euhad_y 
new_goli-sovercign-at a rate imededters that would give it a 
value Mbastees 5" above that of the fine gold content (worth 
AMA eed oF 
#8. 24) to avotanthe opin Being drained sway to the frge © iy w 
wet tucker Man netccomry Ar at Pvvepeeed Trees 


markets, <iThe establishment of such a ‘syeten would require 
machinery the proposed Monetary Agency. Once the 
Agency is established the refornf could be accomplished int wo BF 
stages: first, introduction of the new gold coin; and second, 
the subsequent introduction of a system of convenient token 
silver and minor coins on a decimal basis, The silver ‘coins 
would gradually be substituted for the riyal. I am awal ting 
comment from the Bureau of the Mint in Washington regarding 
certain technical matters relating to the choice of fineness 
and alloy for a new system of coins, The minor coins would be 
Admyts 
the existing miner-eotns which with a slight change in value 
could be tied to the gold coin at 1,000 qirsh per sovereign, 
Since the riyal is the present main currency of the coun- 
try, the reform would be conducted with careful regard to 
avoiding prejudice to holders of riyals, and the riyal would 
be kept as steady as possible in relation to the dollar and 
Abe. nempgold coin but without comm tYnent to keep any fixed 


=. ~ 
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The gemmeml outline of the currency plan has been dis- 





cussed orally with the Minister and with the Assistant Deputy, 
Najib Bey Salha; and also im very general terms with the Crown 
Prince, They all indicated general agreement, I have not sub- 
mitted any formal report pending action on the plan for a Mon- 
etary Agency. The elements of a report, however, are in hand 
and can be submitted without much delay at the right time, 

4, Meanwhile I have advised the Government to keep the 
riyal as steady as possible in relation to the dollar, Last 
fall the Government wished to place a large order for new 
riyals in Mexico; but I persuaded them to limit the order to 
25 million, feeling “Hat this uber Sould ‘gaaliniiy bs’ cheupall 
to check any tendency of the riyal to increase in value. Since 
the middle of December the = om been quite steady in valuey 


wm th, fe arp A a iter / 1% ¢ tet WAY, 


sf about SR3.75 per dollar, / This has deen acoomphiched—py—Goy— 


Jy ernment acceptance of my recommendation to refrain from issuing 
SR 20 million of the new riyals; and by the Government on my 
recommendation advancing the purchase of its riyal requirements 


ou. he bc ee 


ot the riyal showed signs of weakening, 


It is not practicable for the Government to do much to 
regulate the value of the British sovereign, which has an in- 
ternational market and is easily smuggled, I have recommended, 
however, that the Government buy sovereigns locally in times of 
local weakness, and import them when the sovereign locally is 
strong. 

| 5. SAG expressed the desire to purchase the new silver 
riyals to be ordered from Mexico with i te the 
zation fund under the agreement of May 27, 1950,/The Treasury 


@ .:- | | ei 
concurred in my recommendation that the wre Oot be inter- | 
preted to permit doing this. 4,500,000 of the fund has been 
so used. The availability of the fund for this purpose has 
made it easier for the Government to accept my recommendation 
to withhold riyals from issuance and thus to accomplish the 
object of stabilization, SAG, requested extension of t he 
stabilization agreement for two years from the expiration date, 

May 27, 1952, with the amendment permitting use of the fund to 
stabtisevalue of silver coins (if Naveun} other than the 


riyal. 


Arthur N, Young 
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MEMORANDUM TO; Dr. Arthur WV. Y , Chief, 
Finansiel Mission 


The circular referred to above establishes the 
principles to be followed in the preparation and sub- 
mission of a monthly operating report. It does not 
affect the responsibility of the Country Director for 
promt transmittal to Washington of technical and 
special reports required by TCA and other agencies 
having @ responsibility for the program, 


In order to comply with this olroular, it is 
requested that sach Chief of o field party submit to 
the Director a brief sumary of operations by 
thé 25th dey of each month. (Por the May report, it is 
requested that a report be subaitted by June 16, ' 


The report should briefly cover the following matters: 


a) 


b) 














Dr. Glen P. Brow, Chief, : 
Natural Resources Field Group ut d 
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FROM: My, Béward Betsig : 
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RE: Monthly Operations Report 
(Refer: Poreign Service Point 4 
Circular No.6,May 15,1952) 


Significant developments during the reporting 

month in the particular field group's area, 

Problems and difficulties encountered should be 

noted, Note specific measures of accomplishments 

as number of welle drilled, subjects being studied,ete, 


Outline any political, economic, and social condi- 
tions an¢ developments during the month affecting 
the fielé group's operation. include any 
legislative developments affecting the field group, 


o) ihet 





¢) List new requests for new projects or expansion 
of going projects, indicating estimated relative 
e bution of U. S. and host government, 


4) Liet any developments in trainee programs, 
problem of selection, etc, 


¢) Progress in training local personnel to take over 
program operation. 


If you have any questions or comments concerning this 
report, I will be glad to discuss them with you. 


Edward Betzsig 
Assistant Program Officer 


oe: (for info) 
Stacy,J ,. pBe 
Kennedy 


Dunaway 
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UNITED STATES OF AMERICA 
TECHNICAL COOPERATION ADMINISTRATION 


Jidda, Saudi Arabia 


June 3, 1952 


MEMORANDUM TO; Dr. Arthur N. Young, Chief, 
Financial Mission 
Dr. Glen F. Brown, Chief, 
Natural Resources Field Group 


FROM: Mr. Edward Betzig 


RE: Monthly Operations Report 
(Refer: Foreign Service Point 4 
Circular No.6,Nay 15,1952) 


The circular referred to above establishes the 
principles to be followed in the preparation and sub- 
mission of a monthly operating report. It does not 
affect the responsibility of the. Country Director for 
promt transmittal to Washington of technical and 
special reports required by TCA and other agencies 
having a responsibility for the program, 


In order to comply with this circular, it is 
requested that each Chief of a field party submit to 
the Director a brief swmary of monthly operations by 
the 25th day of each month. (For the May report, it is 
requested that a report be submitted by June 15.5 


The report should briefly cover the following matters; 


a) Significant developments during the reporting 
month in the particular field group's area, 
Problems and difficulties encountered should be 
noted. Note specific measures of scocomplishments 
as number of wells drilled, subjects being studied,ete, 


b) Outline any political, economic, and social condi- 
tions and developments during the month affecting 
the field group's operation, Include any 
legislative developments affecting the field group. 


¢) List 
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List new requests for new projects or expansion 


of going projects, indicating estimated relative 
contribution of U. S. and host government, 










d) List any developments in trainee programs, 
problem of selection, etc. 


e) Progress in training local personnel to take over 
program operation. 


If you have any questions or comments concerning this 
report, I will be glad to discuss them with you, 


Edward Betzig 


Assistant Program Officer 


ce: (for info) 
Stacy,J.,E. 
Kennedy 
Dunaway 





Five copies of each 





by the offer p 


Arthur N, Young 


ce to Dr. Stratton 
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UNITED STATES OF AMERICA 
TECHNICAL COOPERATION ADMINISTRATION 
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U ) John Dunaway 


UNITED STATES OF AMERICA 
TECHNICAL COOPERATION ADMINISTRATION 


Jidde, Sewii Arabia 


Oetober 20, 1952. 


MEWRAIDUM 70s TCA Field Chiefs 
FROM: Edweri Botelg 
REs Monthly Operations Report 


It vould be appreetated if all monthly reports vere 
cubaltted to this offices by the 25th of cagh uonth, The 
form in vhich the report is to be submitted is outlined in 
offies mono to Field Chiefs dated June 3. 






June 25, 1952 










Yesterday I talked with Dr, Stratton about reports, Wash- 
ington requires monthly reports, These can be brief, like those 
prepared for the current month, 


It will also be helpful to have quarterly reports, These 
can be similar to those prepared for the period ending March 31, 
1952, dealing systematically with the work accomplished in the 
quarter, the problems met, and any comment that may be deemed 
advisable regarding the status and prospect of the work. 






It is desirable that these reports be completed during the 
first ten days of the month following the close of the quarter, 
Five copies of each report should be prepared, one to be retained 
by the officer preparing it, 


/ 
Mad 


Arthur N, Young 


ce to Dr. Stratton 
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CONFIDENTIAL 0 April 30, 1952 


* SAUDI ARABTAN MONETARY AGENCY 
~ Conversations in Riyadh with the Minister of Finance and 
Assistant Deputy Minister, April 23-25 


At the time of leaving for Riyadh with Najib he stated that he had 
just received word that the two decrees creating the Agency and approving 
its charter had just been issued, 


After arriving in Riyadh we called on the Minister. We had copies 
of the decrees which he gave me, Najib stated that they were not materially 
changed from the draft I had submitted in February. The only important 
change was tc increase the membership of the Board of Directors from three 
to five. The Minister further stated that possibly there should be six 
instead of five. He asked my opinion as to who the members ought to be. 
We mentioned the possible desirability of including Kaaki and one or perhaps 
two representatives of the foreign banks. I stated that I wished to con- 
sider the subject and that I would discuss it with him the next day. 


I then said that T was gratified that the Minister had sent word to 
me that he wanted to engage Mr. Blowers and said I had already sent 
Mr, Blowers a preliminary telegram. I then handed,the Minister a draft 
letter to Mr. Blowers based upon Mr. Blowers’ letter of February 18 to 
me. Also I submitted an Arabic translation. A few days before, when I 
got word re engaging Mr. Blowers, I had given Najib a copy of Blowers' 
letter to me dated February 18, 1952, containing these terms. Apparently 
Najib had discussed this with the Minister. When I submitted the draft 
he said that everything was 0.K. except that he did not wish to have any- 
thing to do with the U.S, income tax. If the tax were changed, as it 
night be, that would be a matter between American citizens and their Gov- 
ernment, Also U.S, rates were high and he had no idea what sort of liability 
he might be assuming. He thought that it would not be necessary for Blowers 
to be in the United States, on Agency business long enough to become liable 
to tax; and that if this case arose it might be possible for someone else 
to attend to the Agency business there, Since the Minister and Najib 
had agreed to all of Mr. Blowers’ terms except re tax, and as they were 
quite firm on this point, 7 said I would forward a revised letter to him. 
Najib and I then revised the letter as desired by the Minister, and the 
Minister signed the Arabic original and a duplicate. J stated that I 
would commmnicate with Mr, Blowers by telegraph and forward the copies 
by mail and that I hoped he would accept. 


T asked the Minister whether he was ready to provide the 500,000 
sovereigns as capital, He stated that he would turn over to the Agency 
as capital that amount of, the new sovereigns and also the remaining 
500,000, together with SR16 million which were on hand, these latter 
sovereipns and riyals to be issued through the Agency, 


As to the building, he stated that unfortunately. the Egyptians had 
t yet agreed to release it, He said that SAC is contimuing to press , 


them to do so, and hope to get the building soon, but could not indicate 
when this might + result, Since after possession is obtained the remodelling 
would epee some time, the Minister suggested making available at once a 
building immediately’ to the north of Gallatly-Hankey and Company which is 


O als () 


centrally located. This building is now occupied by offices of the 
Ministry of Finance which could be transferred to another location, 
Najib would send instructions to Mr. Fahoum to go there with me and 
with a representative of Michael Baker, Inc, who could do the necessary 


We discussed the question of vaults. We shall look into that when 
we inspect the building, ‘The Minister said that we could order from 
Beirut, Cairo or London such safes as might be necessary for the Agency, 


The Minister remarked that he hoped the Agency would obtain the 
full confidence of the community and that in time other banks and mer- 
chants ‘would deposit their money there, (I made no conment on this 
since it could not be done under the charter, but presumably the Agency 
in due course would become a center for bank clearing and hold bank 
funds, but probably not the funds of the public, and the charter then 
could be changed accordingly). 


The Minister raised the question of correspondents for the Agency. 
He desired that the Agency make use of banks that in the past had given 
good service to the Ministry and mentioned particularly the Chase Bank, 
Guaranty Trust Company of New York, the Netherlands Trading Society and 
the Bank Misr of Cairo, I stated that certainly the Agency should use 
these organizations, and would take up the whole subject with Mr, Blowers. 
The ‘Agency might also wish te appoint others and 7 mentioned that Mr, Blow- 
ers had said he had connections with another leading New York bank which 
he thought might also serve as correspondent, I mentioned also the need 
for correspondents in london, The Minister referred to the intention 
of the Eastern Bank to establish a branch in Dammam and thought that 
maybe they could be correspondents, I stated that Mr, Blowers and I 
would consider this entire matter carefully and submitto him our recom- 
mendations, 


The Minister referred to the Government's gold and silver mine 
located about half-way between Jidda and Riyadh, He said that there 
should be production within two or three months and he wanted the Agency 
to take charge of the refining and handling of the gold and silver pro- 
duced. He asked me to discuss the subject with Mr. Karl Peters, who 1s 
in charge of the mine, J stated that T would do so upon returning to 
Jidda. Najib gave me a letter to Mr. Peters. 


Also the Minister referred to the possible creation of a mint in 
Jidda, I stated that I would study this question and let him have my 
views later, intimating that there might be difficulties, 


T stated also that last February when the charter was drafted 1 
had made a revision of my preliminary report on creation of the Agency, 
I suggested that it would be helpful if the report were made available 
to those interested in order to help them to understand what the Agency's 
work was to be, I stated that as soon as the revised report is ready in 
Arabic translation I would submit it to the Minister, He stated that he 
was agreeable in principle to such issue of the report, 


- T-referred to the new gold sovereign and stated that T had a plan 
substantially completed for issuance of the sovereign at a fixed parity 


QO rhe {) 


with the U.S, dollar, TI did not mention a figure, stating that I would 
submit a definite recommendation on this point, well before the Agency 
i ready to issue the coin, The Minister indicated agreement, 


“T also referred to the riyal and stated that it had been possible to 
maintain a steady rate for the past four months by controlling the issuance 
of the newly minted riyals and in one instance by anticipating the purchase 
of Government riyal requirements at a time when the riyal tended to be weak, 
I pointed out that it would be desirable after the new gold coin is issued 
to do what is reasonably possible to maintain stable relationship between 
the riyal and the new gold coin; but that the Government ought not to make 
any committment to maintain a fixed rate in view of the fact that the riyal's 
value might change materially due to factors such as a change in the world 
silver price, which are entirely beyond Saudi Arabia's control, 


The Minister stated that he had arranged for us to have an audience 
with His Majesty the King. He hoped that I would assure His Majesty, first 
that the Agency was a very constructive step forward, and second that its 
operations would be entirely in accord with Islamic law, I stated that I 
would have pleasure in doing so, 


On calling upon His Majesty on April 24 we found him in excellent 
spirits and mch better health apparently than on previous occasions when 
T had seen him, In response to my inquiry about his health, he stated, 
"T am sure I am stronger than you are"! I told His Majesty that I thought 
that the Minister had taken a most desirable and important initiative in 
proposing to create the Agency; that I was mech gratified that His Majesty 
had sanctioned it; that I had been very glad to cooperate in this matter; 
and that I felt that the Agency could accomplish a great deal for improve- 
ment of the monetary situation and the handling of public receipts and 
payments, I assured His Majesty that it had always been intended that the 
Agency should operate in complete accord with the Islamic law in accordance 
with what I knew to be His Majesty's strong wish, His Majesty then spoke 
with deep feeling about the Islamic law and its virtues, Finally he voiced 
appreciation of the helpful attitude of the American Government in these 
matters and of my part in them, 


When I next spoke with the Finance Minister I brought up the question 
of the Board of Directors, having meanwhile discussed the subject with 
Najib, Najib told me that the Minister had asked him to be Vice Chairman, 
I asked Najib whether it would be embarrassing for him if I should mention 
to the Minister that I thought it would be helpful for him to be Vice 
Chairman. Najib indicated that it would be best for me merely to say that 
he should have as Vice Chairman someone in whom he had confidence and who 
could act for him when he was not in Jidda, I spoke accordingly to the 
Minister. With reference to the Minister's suggestion about naming Kaaki 
and someone from the foreign banks, J stated that the current conduct of 
the Board's work should be centralized in an Executive Committee consisting 
of the Chairman, the Vice Chairman and the Governor, In that way not 
merely would it be possible to take current decisions on behalf of the 
Board, but also it would permit handling confidentially certain matters 
that it might not be advisable to discuss with other members of the Board 
if they were private bankers, I expressed tentative agreement in the ap- 
pointment of Kaaki, having in mind his knowledge of local finance, the 
fact that he would be an agent of the Agency in some places, the importance 
of his good will, the Minister's strong wish to bring him in and the fact 
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probably would have information in any event of what is going 

+ Also I indicated that it would be useful, especially in the early 
tages, if Mr. Entrop of NTS were named, I suggested that if this were 
- done he should be regarded as the choice of all of the banks and not a 
representative of one bank only, I pointed out that the bank having a 
member on the Board would be in some respects in a privileged position 
and in line with a suggestion of Najib, that it might be advisable to 
rotate the position yearly in order of the banks’ seniority in Saudi 
Arabia. 


Arthur N, Young 
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After arriving in Riyadh we called on the Kinister, He had 
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ability of including faaki and one or perbaps two representatives of 
the foreign banks. I stated that I wiehed to consider the subject 
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The Minister renerked thet he hoped the Agency would obtain the 
fol eonfidence of the commnity and that in other banks and 
merehants would het ae 7M ag there; (I made no comment on 
thie singe it could the charter, dut prosunabdly 
the Agency in doe celled Any becone « center for bank cloart se end 
hold bank funds, but probably not the funds of the public, and the 
charter than oould be changed accordingly), 


The Minister raised the question of correspondents for the Agency. 
He @asived that the Agenay make use of danics thet in the port had 
Sun .. service to the Ministry and mentioned partionlarly the 

Guaranty Trust Company of Yew York, the Netherlands Trad- 

ing Society and the Hank Misr of Saire, 1 stated that certaialy the 
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